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In late July, a sharp diplomatic clash between the People's Republic of China and the Central
American countries broke out in the UN after China warned the isthmian countries that they would
"pay a price" for supporting Taiwan's efforts to regain UN recognition as an independent, sovereign
country. China's big-stick approach has only strengthened Central American resolve to uphold
their independence, leading to condemnations of China's arrogance and even closer trade ties
between Taiwan and the isthmus. Since the beginning of this year, Central America has emerged
as a strategic battleground in the Sino-Taiwanese dispute given their position as firm allies of
Taiwan and their adamant support for that country's application for UN membership (see NotiCen,
07/10/97).
In late July, the Central American governments again agreed to back Taiwan's request for a hearing
at this year's General Assembly in September, which, in turn, provoked an angry response from
China's ambassador to the UN, Qin Huasan. In a public letter, Qin accused Nicaragua, which has
taken a leading role in the effort to promote Taiwan, and "a small number of other countries" of
"conspiring" to achieve recognition of Taiwan's sovereignty. "They will ultimately pay the price" for
that position, warned Qin.

Chinese threats spur sharp nationalist backlash
Rather than intimidate the Central American governments, China's undiplomatic approach has
strengthened their resolve to maintain relations with whomever they choose. "As a sovereign
nation, Nicaragua has the right to maintain relations with any country, and we intend to show
our solidarity and unconditional support for Taiwan's total independence at the next meeting of
the UN," said President Arnoldo Aleman. He called Qin's warning "arrogant and coarse," and
questioned China's "moral right" to criticize others. "A country where human rights are massively
violated and where a multitude is massacred has no right, nor is it in a moral position, to protest
against countries asking that Taiwan be recognized as independent," said Aleman.
All the other Central American governments also reaffirmed their support for Taiwan at the UN,
and many rejected China's hardball tactics as "communist imperialism." "You gringos have pushed
us around for 150 years, and we never liked it," one Central American foreign minister told The New
York Times. "So what makes the Chinese think that that kind of Great Power arrogance would be
any more palatable coming from them? For them to tell us not to recognize Taiwan is no different
than Washington saying we shouldn't have relations with Cuba."

Taiwan signs new bilateral accords with isthmian nations
Moreover, since the end of July the Central American countries have held a number of high-level
meetings with Taiwanese officials, leading to new bilateral and multilateral trade and cooperation
agreements. From Aug. 3-8, President Aleman visited Taiwan joined by a 38-member delegation of
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government officials and business people where he met with Taiwanese President Lee Teng-Hui,
other state officials, and Taiwanese investors. At the end of the visit, Taiwan announced US$150
million in aid to Nicaragua to finance 10 government projects to improve infrastructure, support the
agricultural sector, and carry out state modernization and social-development programs.
One of the largest projects is the renovation of the Pacific port of Corinto, which must be dredged
to allow construction of a planned interocean land corridor between that port and the Honduran
port of Cortes, on the Atlantic. Some of the loans will also finance technical training for thousands
of Nicaraguans to prepare them for future jobs in export-oriented industrial plants that are to be
set up by Taiwanese investors. In fact, Aleman and Lee agreed to allow 5,000 Nicaraguans to work
in Taiwan for a three-year period. The plan is part of a broader initiative now under consideration
whereby Taiwan would hire thousands of Central Americans to replace the 240,000 "guest workers"
who are currently imported from the Philippines, Thailand, Malaysia, Indonesia, and other countries
that recognize Beijing.
Costa Rican President Jose Maria Figueres is also currently on an extended trip to Malaysia and
Taiwan to strengthen trade ties and attract more Taiwanese investment to Costa Rica. And, during
the first week of August, a high-level delegation from Taiwan's Agriculture and Fishing Department
visited El Salvador to finalize a fishing cooperation agreement between those two countries. The
agreement would pave the way for the Taiwanese to set up an industrial fishing complex at Port
Cutuco in the far-eastern department of La Union. The project calls for a US$25 million investment
by Taiwanese investors to upgrade the port and set up fish- processing and packaging plants. The
project, slated to begin in December, would include shrimp farms and other local development
schemes, with products exported to both Taiwanese and US markets.

Taiwanese & isthmian officials begin free-trade talks
Finally, on July 28-29, economy ministers from the five Central American Common Market
countries Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua met with their Taiwanese
counterpart, Wang Chih-kang, in San Pedro Sula, Honduras, to discuss Taiwan's proposal for a freetrade accord and other related issues. Taiwan had proposed a treaty that would tear down tariffs
over a very short period. In the proposal, Taiwan offered to eliminate its tariffs within one year for
all products that are now charged 5% or less, and to eliminate tariffs for all other products over a
ten-year period. "Taiwan enjoys a trade surplus with these allies," said foreign trade director Lin Yifu, who attended the conference. "By cutting our tariffs, we hope to show sincerity in strengthening
our ties and balancing trade."
Nevertheless, the Central American delegates proposed a more gradual approach to negotiations,
given the vast disparity in economic strength between Taiwan and their nations. Instead, they
agreed to sign an economic and trade cooperation memorandum when Taiwanese President
Lee meets with Central American heads of state in a summit in San Salvador in September. The
memorandum would serve as a "letter of intent," both to strengthen current trade ties and to begin
talks for an eventual free-trade accord. "We have agreed to work gradually and progressively
toward free trade, taking into account the differences in our levels of development," said Costa
Rican Economy Minister Leon Desanti. "The memorandum will cover many issues, such as
investments, tourism, and scientific and technological cooperation. Regarding the section on trade,
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the memorandum calls for advancing, little by little, toward a free-trade agreement, rather than
attempting to negotiate it all at once." [Sources: Notimex, 07/11/97, 07/25/97, 07/29/97, 08/04/97; New
York Times, 08/05/97; El Tiempo (Honduras), 07/11/97, 07/31/97, 08/01/97, 08/08/97; Reuter, 07/29/97,
07/30/97, 08/07/97, 08/09/97; Agence France-Presse, 07/15/97, 07/30/97, 08/03/97, 08/06/97, 08/08/97,
08/11/97; Spanish news service EFE, 07/28/97, 07/29/97, 08/11/97; Deutsche Press Agentur, 07/28/97,
08/06/97, 08/08/97, 08/11/97; La Prensa (Nicaragua), 07/29-31/97, 08/01/97, 08/04/97, 08/07/97,
08/08/97; Prensa Grafica (El Salvador), 07/30/97, 08/07-09/97, 08/11/97, 08/12/97]
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